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Bureau of Internal Revenue. 


TREASURY DEPARTMENT. 

Bureau of Custom*. 

|T. D. 48674] 

Customs Regulations Amended—Personal Effects 

CUSTOMS REGULATIONS OF 1031 AMENDED WITH RESPECT TO 
ALTERATIONS MADE TO EFFECTS OR ARTICLES TAKEN ABROAD 
AND RETURNED 

November 30. 1936. 

To Collectors of Customs and Others Concerned: 

Pursuant to authority contained in paragraph 1798 <U. S. 
C.. title 19. sec. 1201) and section 498 <U. S. C„ title 19. 
sec. 1498) of the Tariff Act of 1930. article 414 <b> of the 
Customs Regulations of 1931 is amended to read as follows: 

(b) If an article taken abroad ha* been advanced In value or 
Improved in condition while abroad by reason of repairs or clean¬ 
ing further than that necessarily Incident to wear and use while 
abroad, or by reason of alterations or additions which do not 
change the identity of the article, tbe cost or value of such 
repairs, cleaning, alterations, or additions Is subject to duty. 
Articles taken abroad and there changed in such a manner that 
they cease to be the same entitles and become new creations ore 
dutiable when returned to the United States at their full value. 
In either sucb case, the $100 exemption may be applied to the 
dutiable cost or value. 

T. D. 46877 should be added as a marginal reference to 
article 414 (b). 

f seal 1 James H. Moyle. 

Commissioner of Customs . 

Approved. November 30. 1936. 

Wayne C. Taylor. 

Acting Secretary of the Treasury. 

IP. tt. Doc. 3705—Piled, December 6. 1936; 10:42 a. m.| 


v JT. D. 48675] 

Airport of Entry 

INTERNATIONAL AIRPORT TAMPA. TAMPA, FLORIDA. REDESIGNATED AS 
AIRPORT OF ENTRY TOR PERIOD OF ONE YEAR 

To Collectors of Customs and Others Concerned: 

Under the authority of section 7 (b) of the Air Commerce 
Act of 1926 <U. 8. C., title 49. see. 177 <b>), the International 
Airport Tampa. Tampa, Florida, is hereby redesignated as an 
airport of entry for the landing of aircraft from foreign 
countries for a period of one year from December 1. 1936. 
(seal! J. H. Moyle. 

Commissioner of Customs. 

Approved. December 2, 1936. 

Wayne C. Taylor, 

Acting Secretary of the Treasury. 

|P. R. Doc.3702—Piled. December 4.1936; 2:41 p. mj 


|T. D. 47181 
Income Returns 

INFORMATION REQUIRED REGARDING THE PREPARATION OF INCOME 
RETURNS UNDER TITLE I AND TITLE IA. REVENUE ACT OF 193$. 
FOR THE CALENDAR YEAR 1936 AND SUCCEEDING TAXABLE PER¬ 
IODS. AND TITLE III OF SUCH ACT FOR TAXABLE YEARS ENDING 
DURING THE CALENDAR YEAR 193S AND SUBSEQUENT TAXABLE 
PERIODS 

Collectors of Internal Revenue and Others Concerned: 

Title I (Income Taxi of the Revenue Act of 1936 provides 
in part: 

Sec, 54. Records and 8fecial Rjttwns. —(a) By Taxpayer.— 
Every person liable to any tax imposed by this title or for the 
collection thereof, shall keep such records, render under oath such 
statements, make such returns, and comply with such rules and 
regulations, as the Commissioner, with the approval of the Seen** 
tary. may from time to time prescribe 

• • • • • 

Sec. 62. Rexes and Regulations. —The Commissioner, with the 
approval of the Secretary, shall prescribe and publish all needful 
rules and regulations for the enforcement of this title. 

Title IA (Additional Income Taxes) of the Revenue Act of 
1936 provides In part: 

a 

Sec. 351. Scat ax on Personal Holding Companies. 

• • • • 

(c) Administrative Provisions. —All provisions of law (including 
penalties) applicable In respect of the taxes Imposed by Title I of 
this Act, shall insofar as not Inconsistent with this section, be 
applicable in respect of the tax Imposed by this section, except that 
the provisions of section 131 of that title shall not be applicable. 

Title in (Tax on Unjust Enrichment) of the Revenue Act of 
1936 provides in part: 

Sec 503. AoMiNJ.vnumvr. Provisions- (a) All provisions of law 
(Including penalties) applicable with respect to taxes imposed by 
Title I of this Act. shall, insofar as not Inconsistent with this title, 
be applicable with respect to the taxes Imposed by this title, except 
that the provision* of meltons 101. 131, 251. and 252 shall not be 
applicable. 

Pursuant to the authority In the above-quoted provisions 
of the Act, the following regulations relating to advice or 
assistance in the preparation of Income returns ore hereby 
prescribed: 

Article 1. Scope of regulations .— <a) These regulations ap¬ 
ply to all Income returns required under Title I. Title IA, and 
Title in of the Revenue Act of 1936. except— 

(A) Returns required to be made by Individuals on Form 
1040A (returns of net Income not exceeding $5,000 and 
derived chiefly from salaries and wages); 

(B) Returns required under sections 143 and 144 <relat¬ 
ing to withholding of tax at the source): 

(C) Returns required to be made by departing alien* 
under section 146 (relating to dosing of taxable year); 

2421 














2422 


FEDERAL REGISTER, December S, 1936 





FEDERAI c®HE6ISTER 


O' 

h »*34 -<K 
OmttO* 


Published by the Division of the Federal RmtsrcR. The National 
Archives, pursuant to the authority contained in the Federal 
Register Act, approved July 25. 1935 (49 Slat. L. 500). under reg¬ 
ulations prescribed by the Administrative Committee, with the 
approval of the President 

The Administrative Committee consists of the Archivist or Acting 
Archivist, an officer of the Deportment or Justice designated by the 
Attorney General, and the Public Printer or Acting Public Printer. 

The dally Issue of the Federal Register will be furnished by mall 
to subscriber* frro of postage, for $1 per month or $10 per year; 
single copies 5 cents; payable in advance. Remit by money order 
payable to Superintendent of Documents. Government Printing 
Office. Washington. D. C. 

Correspc nd ence concerning the publication of the Federal 
Register should be addressed to the Director. Division of the 
Federal Reglster. The National Archives, Washington. D. C. 


TABLE OF CONTENTS 


Department of Agriculture: 

Agricultural Adjustment Administration: Page 

Exemption of certain types of alrups and sugar 

mixtures from general regulations... 2423 

Proclamation concerning bci*e period with respect to 
agreement and order regulating handling of 

onions, Utah_....__________ 2422 

Department of Commerce: 

Bureau of Air Commerce: 

Special air traffic rule----- 2423 

Bureau of Marine Inspection and Navigation: 

Hours of labor on shipboard... ------- 2423 

Federal Home Loan Bank Board: 

Rules and regulations for Federal Savings and Loan 

Associations_______ 2424 

Interstate Commerce Commission: 

Applications for relief from long-and-ahort-haul provi¬ 
sion Interstate Commerce Act: 

Canned goods from Gulf and South Atlantic porta.. 2435 

Commodity rates from Mlddtptown. Conn--- 2435 

Fertilizer. Virginia ports to Washington, N. C_ 2435 

Sugar from Baltimore. Md . to Her*hoy. Pa-... 2435 

Notice—Transportation of property by mercantile or 

manufacturing establishment - 2434 

Order—Copper Range Railroad Company reorganization. 2434 


Treasury Department: 

Bureau of Customs: 

Customs regulations amended—Personal effects-- 2421 

International Airport, Tampa, Fla., redesignated as 


airport of entry for period of one year__ 2421 

Bureau of Internal Revenue: 

Income returns, information required regarding 

preparation of_......_..._...__ 2421 

United States Tariff Commission: 

Notice of hearing with respect to: 

Seamless cotton hosiery_.....__—_ 2435 


(D) Returns required under sections 147, 148. and 149 
(relating to information at source); and 
<E> Returns by subsidiary corporations included in con¬ 
solidated returns. 

<b) The term 'return” as used hereafter in these regula¬ 
tions means an income return to which these regulations 
are applicable. 

(c) The terms M preparation'*, "actual preparation”, and 
"assistance" as used in these regulations do not refer to 
mere mechanical assistance or preparation, as for example, 
the work done by a stenographer or a typist in the prepa¬ 
ration of the return. 


Art. 2. Advice or assistance in respect of the return .— 
Every return shall contain a statement by the person or 
persons required to make the return showing: 

ia) Whether any other person or persons advised in re¬ 
spect of any question or matter affecting any item or sched¬ 
ule of the return, or assisted or advised in the preparation 
of the return, or actually prepared the return; 

<b) The name and address of the person or persons (If 
any) so assisting or advising or so preparing the return; 

<c) The nature and extent of the assistance or advice «if 
any) received and the items or schedules in respect of which 
the assistance or advice was received; and 

<d> If the return is actually prepared by any person or per¬ 
sons for another person, the source of the information re¬ 
ported in the return and the manner in which it was fur¬ 
nished to or obtained by the person or persons preparing the 
return. 

Art. 3. Affidavit by person preparing the return for another 
person. —If any person or persons actually prepare a return 
for another person, the prescribed form of affidavit on the 
return shall be subscribed and sworn to by such person or 
persons preparing the return. 

Amt. 4. Particular cases. —<a> If the return is the separate 
return of a married person, the requirements of articles 2 
and 3 apply, although the one assisting or advising incident 
to. or actually preparing the return, is the husband or wife 
of the taxpayer. 

<b> If the assistance or advice incident to. or the actual 
preparation of, the return is a regular and usual incident 
of the employment of one regularly and continuously em¬ 
ployed by the person for whom the return Is made for the 
full time of such employee (as clerk, secretary, bookkeeper, 
accountant, etc.). the requirements of article 3 do not apply. 
If. however, the employee is not regularly or continuously 
employed by the person for whom the return Is made for full 
time, or assistance or advice incident to. or the actual prepa¬ 
ration of. the return is not a regular and usual incident of 
such emplojment. the requirements of both articles 2 and 
3 apply. Thus, if the return is prepared by an accountant 
or firm of accountants making periodical audits of the ac¬ 
counts of the person for whom the return is prepared, the 
sworn statement required by Article 3 shall be made. 

(c) If, in the course of his official duties, a deputy collec¬ 
tor. an intomn! revenue agent, or other officer or employee of 
the Bureau of Internal Revenue assists or advises in the 
preparation of the return, or actually prepares the return, 
the person for whom the return is made shall make in the 
return a brief statement to that effect, and it will not be 
necesiary to make the complete statement required by article 
2 or the sworn statement required by article 3. 

[seal I Guy T. Helvering, Commissioner , 

Approved, December 2. 1936. 

Wayne C. Taylor. 

Acting Secretary of the Treasury. 

|P.R Doc. 3706—Filed. December 2.1936; 10:42 a m.) 


DEPARTMENT OF AGRICULTURE. 

Agricultural Adjustment Administration. 

Proclamation Made by Secretary of Agriculture Concerning 
Base Period With Respect to Marketing Agreement and 
Order Regulating Handling or Onions Grown in State of 
Utah 

By virtue of the authority vested In the Secretary of Agri¬ 
culture by the Agricultural Adjustment Act. approved May 12, 
1933. as amended, the Secretary of Agriculture does hereby 
find and proclaim that with respect to the execution of a 
marketing agreement and the issuance of an order regulating 
the handling of onions grown in the State of Utah, the pur¬ 
chasing power of such onions during the base period, August 
1909-July 1914, cannot satisfactorily be determined from 
available statistics of the Department of Agriculture but that 
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the purchasing power of onions grown In the State of Utah 
can be satisfactorily determined from available statistics of 
the Deportment of Agriculture for the post-war period. August 
1919-Novcmber 1928. The post-war period. August 1918-No- 
vember 1928, is hereby declared and proclaimed to be the base 
period with respect to onions grown in the State of Utah to be 
med in ascertaining the purchasing power of such onions for 
the purpose of the execution of a marketing agreement and 
the issuance of an order regulating the handling of onions 
grown in the State of Utah. 

In witness whereof the Secretary of Agriculture has exe¬ 
cuted this proclamation in duplicate and has hereunto set his 
hand and caused the seal of the Department of Agriculture to 
be affixed in the city of Washington. District of Columbia, this 
the 4th day of December 1936. 

[seal! H. A. Wallace. 

Secretary of Agriculture. 

|F. R. Doc. 3709—Filed. December 5.1938; 12:08 p. m.J 


General Sirup Quota Regulations. Series 1. No. 2 

Issued December 4. 1030 

Exemption of Certain Types of Sirups and Sugar Mixtures 
From General Regulations 

By virtue of the authority vested in the Secretary of 
Agriculture by Public Resolution No. 109, 74th Congress, 
approved June 19, 1936. and by the Agricultural Adjustment 
Act, approved May 12, 1933. as amended. I, H. A. Wallace. 
Secretary of Agriculture, in order to regulate commerce with 
Cuba and other foreign countries, among the several States, 
with the Territories and possessions of the United States, 
and the Commonwealth of the Philippine Islands, with 
respect to sugar, having due regard for the welfare of 
domestic producers and to the protection of domestic con¬ 
sumers and to a just relation between the prices received by 
domestic producers and the prices paid by domestic con¬ 
sumers, do hereby make, prescribe, publish, and give public 
notice of these regulations, which shall have the force and 
effect of law and shall remain in force and effect until 
amended or superseded by regulations hereafter made by 
the Secretary of Agriculture. 

* I 

Section IV of General Sirup Quota Regulations. Scries 1, 
No. 1. is hereby amended to read as follows: 

The provisions of this regulation shall not apply to sirups 
and sugar mixtures imported for use as livestock feed or for 
distillation, or when imported in containers of not more 
than one gallon each and which are to be used for human 
consumption without further processing. 

In testimony whereof, I have hereunto set my hand and 
caused the official seal of the Department of Agriculture to 
be affixed in the city of Washington, District of Columbia, 
this 4th day of December 1936. 

[seal] H. A. Wallace. 

Secretary of Agriculture . 

IP. R. Doc. 3710—FUed, December 5. 1936; 12:09 p. m.J 


DEPARTMENT OF COMMERCE, 

Bureau of Air Commerce. 

Special Air Traffic Rule 

Pursuant to the authority contained in the Air Commerce 
Act of 1926. as amended <44 Stat. 568), and in consideration 
of the fact that the Ninth Annual All American Air Ma¬ 
neuvers will be held December 10. 11, and 12, 1936. the 
following air traffic rule, covering the airway between Miami 
and Jacksonville, Florida, effective December 5. 1936, and 
remaining In force until December 18, 1936, is promulgated: 


(a) Extern Air Lines operating between Jacksonville anrl Miami 
will fly on all trip#, day or night, between 4.000 and 6,000 feet 
altitude above sea level and will maintain eouroe* as nearly as 
poedble to the center of the Department of Commerce radio ranges 
between its points. 

National Airlines System operating between St. Petersburg. 
Daytona Beach, and Jacksonville will similarly remain under 1.000 
feet altitude above sea level 

(c) All other aircraft will use the altitude from 4.000 to 6.000 
feet only when climbing or descending through this level and will 
remain in this lane the shortest practicable period of time 

They will also keep well clear of the radio range courses be¬ 
tween Miami and Jacksonville except when necessary to use them 
in bad weather. 

Approved to take effect December 5. 1936. to expire De¬ 
cember 18. 1936. 

(seal! Daniel C. Roper, 

Secretary of Comma ro*. 

|F. R. Doc, 3707—Filed. December 5. 1936; 11 ;29 a. m.J 


Bureau of Marine Inspection and Navigation. 

Department Circular No. 262—Third Edition. 

Hours of Labor on Shipboard 

To Collectors of Customs. U. S. Shipping Commissioners, 

Local. Traveling, and Superrrising Inspectors, and All Others 

Concerned: 

By virtue of the authority conferred by Section 7, Act of 
June 25. 1936 (Pub., No. 808—74th Congress), the following 
regulations are established for the purpose of carrying out 
the provisions of Section 2 of that Act, amending Section 2 
of the Seamen’s Act of March 4. 1915. providing for the 
division of watches and hours of labor on shipboard: 

1. The section becomes effective December 25, 1936. On 
and after that date any failure to comply with Its provisions 
should be reported as a violation thereof. 

2. The section applies to all merchant vessels of the United 
States of more than 100 tons gross, excepting those navigat¬ 
ing rivers, harbors, lakes (other than Great Lakes), bays, 
sounds, bayous, and canals exclusively. It does not apply 
to fishing or whaling vessels, yachts, or to vessels engaged in 
salvage operations. 

3. On vessels to which the section applies the licensed 
officers, sailors, coal passers, firemen, oilers, and water 
tenders, shall, while at sea, be divided into at least three 
watches, the number in each watch to be as nearly equal as 
the division of the total number In each class will permit. 
The watches shall be kept on duty successively. The require¬ 
ment for division Into watches applies only to those classes 
of the crew specifically named In the section. 

4. The term “sailors'’, as used in the section. Is construed 
as Including only those members of the deck department 
below the grade of licensed officer whose ordinary duties are 
incident to the mechanics of conducting the ship on her voy¬ 
age and required by the vessel’s certificate of inspection for 
the following positions: viz. quartermasters, able seamen, 
ordinary seamen, watchmen, and lookout men. 

5. No licensed officer or seaman In the deck or engine 
department shall be required to be on duty more than eight 
hours in any one day except under the extraordinary condi¬ 
tions mentioned In the section. When the vessel is in a safe 
harbor no seaman shall be required to do any unnecessary 
work on Sundays. New Year's Day, the Fourth of July. Labor 
Day. Thanksgiving Day. or Christinas Day. but this shall not 
prevent the dispatch of the vessel on regular schedule or 
when ready to proceed on her voyage. The decision of what 
constitutes “unnecessary work" rests with the master of the 
vessel. 

6. Local inspectors will note that the three-watch system 
extends to all licensed officers and to the sailors, coal passers, 
firemen, oilers, and water tenders, and will be governed ac¬ 
cordingly in fixing the complement of licensed officers and 
crew as authorized by Section 4463 R. S . as amended. It 
does not. however, apply to the licensed officers and crew of 
tugs and barges when engaged in voyages of less than six 
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hundred miles except with regard to coal passers, firemen, 
oilers, and water tenders. A voyage of less than six hundred 
miles is construed as meaning the entire distance traversed 
in proceeding from the initial port of departure to the final 
port of destination, stops at intermediate ports while en route 
not being considered as breaking the continuity of the voyage. 
Where changes in outstanding certificates of inspection are 
necessary they may be made by indorsement. 

7. In addition to collectors of customs, who are specifically 
designated by the Act as enforcement officers, all field officers 
of the Bureau of Marine Inspection and Navigation of this 
Department are designated as enforcement officers for the 
purpose of seeing that the provisions of this section are com¬ 
plied with. 

8. Collectors of customs and shipping commissioners are 
directed to distribute copies of this circular to masters of 
vessels and shipping interests concerned. 

Approved December 4, 1936. 

f seal ) Daniel C. Roper. 

Secretary of Commerce. 

IF. R. Doc 3700“Filed, December 4. 1938; 3:20p.m.l 


FEDERAL HOME LOAN BANK BOARD. 

Rules and Regulations tor Federal Savings and Loan 
Associations 

REVISED EDITION EFFECTIVE DECEMBER 1, 1936 

Whereas Sections 5 (a). 5 <b> of Home Owners’ Loan Act 
of 1933 (c. 64. 48 Stat. 128, 132). 5 (d> of Home Owners* 
Loan Act of 1933 <c. 64. 48 Stat. 128, 133), and Subsection (J) 
of Section 5 of Home Owners' Loan Act of 1933. as amended 
by Section 5 of an Act to Guarantee the Bonds of Home 
Owners’ Loan Corporation (c. 168, 48 Stat. 643. 645), provide 
that the Federal Home Loan Bank Board shall make rules 
and regulations governing Federal savings and loan associa¬ 
tions: Therefore 

Be it resolved. That the Rules and Regulations for Federal 
Savings and Loan Associations are amended to read as 
follows: 

Table of Contents 
Topic 

Part /. Incorporation, Conversion, and Organization 
Section 

1. Name of the association. 

2. Permission to organize. 

3. Subscription for share account*. 

4. 8urety bond for organization secretary. 

5. Petition for charter. 

6. Organization by transfer of octet*. 

7. Report* of field representative*. 

8. Action on petltton for charter. 

9. Issuance of charter. 

10. Organization meeting. 

11. First meeting of director*. 

12. Bonds lor officers, directors, and employees. 

13. Transfer of cash. 

14. Completion of organization. 

15. Membership in Federal home loan bank. 

10. Insurance of accounts. 

17. Conversion into Federal savings and loan association. 

18. Eligibility for conversion. 

19 Preliminary application for conversion. 

20. Preliminary application without detailed financial statement*. 

21. Complete examination not required. 

22. Appraisal of asset*. 

23. Formal application for conversion 

24. Plan of conversion. 

25. Advance* from a Federal homo loan bank. 

26. Creditor obligation and share adjustment*. 

27. Completion of conversion and organization after conversion. 

28. Reorganization for conversion and insurance. 

29. Right of hearing. 

Port //. Operation 

30. First examination 

31. Examinations, audits, and supervision. 

32. Capitalization of expenses. 

33. Accrued intercut receivable 

34. Farms and reports. 

35. Membership certificates. 

36. Investment* by Home Owners* Loon Corporation. 


37. Request for investment by Home Owners* Loon Corporation. 

38. Limitations on repurchases 

39. Real-estate loans. 

40. Loon contract. 

41. Lending area. 

42. Brokerage business and purchase and sole of loans. 

43. Bonus plan. 

44. Duplicate certificates. 

45. Offices 

46 Book value of assets. 

47. Fiscal agency powers and duties. 

past in vnen. rix>bc animation. mssot.tmoN. and uqutoATtosv 

48. Merger of Federal associations. 

49. Voluntary dissolution. 

50. Conversion into a State-chartered Institution. 

51. Appointment of conservator or receiver. 

52. Powers and duties of conservator or receiver. 

53. Procedure by conservator or receiver. 

PART IV. GKNXBAL PBOVMIONS 

54. Amendments. 

55 Effective date of these rules and regulations. 

PART I. INCORPORATION, CONVERSION. AND ORGANIZATION 

Name.of the Association 

Sec. 1. The name of each Federal savings and loan asso¬ 
ciation (hereinafter referred to as a ‘ Federal association”) 
shall include the words “Federal Savings and Loan Associa¬ 
tion.” These words shall be preceded by a suitable descrip¬ 
tive word and may be followed by the words “of-”, 

using the name of the place in which the association is or¬ 
ganized. To Illustrate: the name may be “New York Fed¬ 
eral Savings and Loan Association”, or “Cooperative Federal 
Savings and Loan Association of Seattle”, or “First Federal 
Savings and Loan Association of Prairie City.” The name 
selected must be an appropriate name for the Federal asso¬ 
ciation. The Federal Home Loan Bank Board < hereinafter 
referred to as the “Board”). reserves the right to change the 
name suggested if. in its judgment, the name suggested is not 
suitable or so nearly resembles the name of another Federal 
association as to be calculated to deceive or confuse investors. 
Such descriptive words as “National”. "United States”, 
“American”, and “Reserve” are not considered suitable. The 
name of the place, if used, shall not include the State in 
which organization is proposed. 

Permission to Organize 

Sec. 2. (a) Persons desiring to organize a Federal associ¬ 
ation shall first make an application in triplicate for permis¬ 
sion to organize, in the form of exhibit B annexed hereto and 
made a part hereof, 1 before taking any other action in con¬ 
nection therewith. Upon execution of such application by 
five responsible citizens (hereinafter referred to as the “ap¬ 
plicants”) two copies shall be submitted to the Savings and 
Loan Division of the Board through the Federal home loan 
bank of the district in which it is intended to organize such 
an association. The original copy of the application shall 
be retained by the applicants to be subsequently forwarded 
to the Board with the petition for charter. The officers of 
the Federal home loan bank shall promptly forward the 
duplicate copy of the application, together with their recom¬ 
mendations. to the Board. The Board desires also the rec¬ 
ommendation of the board of directors or the executive com¬ 
mittee of the Federal home loan bank of the district. Upon 
approval of the application as the Board directs, the appli¬ 
cants may then proceed with the organization upon comply¬ 
ing in all respects with the agreements in the application. 
In the event that such application is disapproved the appli¬ 
cants may. if they desire, appeal to the Board for a hearing. 
The action of the Board shail be final. Approval of an 
application for permission to organize will not. in any manner 
obligate the Board to issue a charter. 

<b> No person shall proceed to organize a Federal associ¬ 
ation, to collect any money from others for such purpose, or 
to represent himself as authorized so to do. except as herein 
provided. 

1 Exhibit* A to M. Inclusive* have been filed with the Division of 
the Federal Register: copies are available upon application to the 
Federal Home Loan Bank Board. 
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Subscription for Share Accounts 

8ec. 3. Upon approval of the application for permission to 
organize, the applicants shall constitute the organization 
committee and shall perfect a temporary organization by 
electing a chairman, a vice chairman, and a secretary who 
shall act as the temporary officers of the association until 
their successors are duly elected and qualified Upon their 
election, they may proceed to secure subscriptions for share 
capital in the form of exhibit C annexed hereto and made a 
part hereof. The minimum number of persons required 
to subscribe for share capital of a Federal association and the 
aggregate amount of share capital which shall be subscribed 
arc fixed as follows In relation to the size of the place In 
which the Federal association is to be organized: <a) in 
incorporated or unincorporated places having not more than 
10.000 inhabitants, 30 persons shall subscribe for share capital 
of at least $5,000; (b) In places having more than 10.000 
inhabitants but less than 25.000 Inhabitants. 35 persons shall 
subscribe for share capital of at least $7,500; (c) in places 
having more than 25.000 Inhabitants but less than 50,000, 
50 persons shall subscribe for share capital of at least $10,000; 
(d) in places having more than 50.000 inhabitants but less 
than 100.000. 75 persons shall subscribe for share capital of 
at least $15,000; <e> In places having 100,000 or more inhabit¬ 
ants. 100 persons shall subscribe for share capital of at least 
$20,000. The Board, however, reserves the right to require a 
larger number of subscribers and/or a larger amount of share 
capital to be subscribed. The size of the incorporated or un¬ 
incorporated place shall be determined by the Board in 
accordance with the latest Federal census. The minimum 
amount of share capital required to be subscribed In accord¬ 
ance with the foregoing shall be payable immediately follow¬ 
ing the issuance of the charter to the Federal association and 
shall have been paid in cash before organization of the 
Federal association will be deemed completed. 

Surety Bond for Organization Secretary 

Sec. 4. If any money is to be collected on subscriptions be¬ 
fore the bonding of the permanent officers of the Federal 
association, the organization committee shall procure from 
a responsible surety company or other surety, acceptable to 
the Board, a surety bond covering the secretaiy of the organ¬ 
ization committee In an amount equivalent to at least the 
minimum amount required to be paid in cash following the 
Issuance of the Federal charter. Thereupon the secretary 1s 
authorized to collect such cash subscriptions. Such bond 
shall name the Board as obligee and shall be delivered to 
the Board through the Federal home loan bank of the dis¬ 
trict in which the proposed association is to be located. It 
shall guarantee the safekeeping of such funds and their 
delivery to the Federal association after the issuance of the 
charter and after the bonding of the permanent officers. 
In the event of the failure to complete organization of the 
Federal association, it shall guarantee the return of the 
amounts collected on subscriptions to the respective sub¬ 
scribers. or their assigns. No portion of such funds shall be 
spent and no expense shall be Incurred against such funds 
prior to completion of the organization of the Federal asso¬ 
ciation. Prior to completion of organization of the Federal 
association as prescribed by sect ton 14 of these rules and regu¬ 
lations, no business shall be transacted, except to procure the 
required subscriptions, perfect the temporary organization, 
petition for a charter, and complete the organization after 
the charter is issued. 

Petition for Charter 

Sec. 5. When the required minimum number of persons 
have subscribed for the required minimum amount of share 
capital and agreed to pay the required minimum amount in 
cash, a petition for charter in the form of exhibit D annexed 
hereto and made a part hereof shall be executed by the tem¬ 
porary officers and the original and duplicate copies thereof 
shall be submitted promptly to the Board through the Federal 
home loan bank of the district in which the proposed associa¬ 
tion is to be located. The original and duplicate copies of 
petition for charter (exhibit D) shall be accompanied by the 


original application for permission to organize and the orig¬ 
inal and duplicate subscription for share accounts. 

Organization by Transfer of Assets 

Sec. 6. In the event a thrift and home-financing institu¬ 
tion desires to transfer a substantial portion or ail of its 
assets to a new Federal association to be organized, or in the 
event it is desirable to transfer a substantial portion or all of 
the assets formerly held by such an institution to such a Fed¬ 
eral association, five citizens of the community where such 
assets are located may file a petition for a charter in the 
form of exhibit D-l annexed hereto and made a part hereof 
and submit a statement of the assets proposed to be trans¬ 
ferred and the consideration to be paid therefor. If it ap¬ 
pears to the Board that the incorporation of such Federal 
association Is within the intent of the statute, and if the 
assets to be so transferred are approved for transfer for the 
consideration proposed, the Board will issue a charter in the 
form of exhibit K annexed hereto and made a part hereof. 
Organization may be perfected under such charter by the 
legal transfer of such assets to such Federal association, the 
issuance of membership certificates evidencing share ac¬ 
counts, the holding of organization and directors* meetings, 
the bonding of officers and employees, and the completion of 
organization as in other cases. In all other respects, such 
Federal association from the time of organization shall oper¬ 
ate as other Federal associations under the Federal statutes, 
its charter and bylaws, and these rules and regulations. The 
provisions of section 14 as to limitation of time, and the 
principles laid down in section 18, shall apply to organization 
under this section. If such State-chartered Institution pro¬ 
poses to continue business, the Board may require a definite 
agreement that such State-chartered institution shall not 
thereafter acquire new investors* accounts or make loans 
except for the purpose of refinancing Its own existing loans; 
and if the management of such State-chartered institution 
is to be identical in part or in whole with the management of 
the new Federal association, the Board may require the exe¬ 
cution of an operating agreement to provide for a fair 
division of expense and equitable operating arrangements. 

Reports of Field Representatives 

Sec. 7. The field representative, who assists in the organ¬ 
ization of a Federal association, shall make a confidential 
report to the Board as to (1) the character and responsibil¬ 
ity of the applicants; (2) the necessity for such Federal 
association in the community to be served; (3) the reason¬ 
able probability of its usefulness and success; and (4) 
whether or not such Federal association can be established 
without undue injury to properly conducted existing local 
thrift and homo-financing Institutions. If no field repre¬ 
sentative assists in the organization, the Federal home loan 
bank of the district in which such Federal association would 
be located shall make such confidential report. In any event, 
such bank may also make such report to the Board. The 
Board will also consider pertinent information obtained 
from or submitted by any other interested parties. 

Action on Petition for Charter 

Sec. 8. Upon receipt of petition for charter the Board will 
fix a date for a hearing, in accordance with section 29 hereof, 
to be held not earlier than 15 days nor later than 30 days 
from the dale of the resolution fixing such hearing date. If 
the Board determines that such hearing be held at any other 
place than the offices of the Board at Washington. D. C., the 
resolution shall fix such place. A certified copy of such reso¬ 
lution shall be forwarded to the applicants through the Fed¬ 
eral home loan bank of the district In which it is intended 
to organize such an association. The applicants shall 
promptly cause to be published in a newspaper printed in the 
English language, of general circulation in the county in 
which the proposed Federal association will have its home 
office, a notice in the following form: 

Notice i s hereby given that on____ 19--. a hear¬ 

ing will be conducted by the Review Committee of the Federal 

Home Loan Bank Board at------ upon the petition 

of the undersigned for a charter for a Federal savings and loan amo- 
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elation to be organized In the County of ___—_—« 

Any interested person may appear in person or by attorney and 
submit any evidence at such hearing pertinent to the question* 
at lsme provided he shall have given notice of Intention to appear 
and shall have filed specific objections at leant 5 day* before the 
date of the hearing in lieu of such appearance, evidence may be 
submitted in writing. 

The date fixed by the resolution of the Board shall be 
Inserted in the notice as the date of the hearing. The notice 
shall state that the hearing will be held at the offices of the 
Board at Washington. D. C., unless the resolution of the 
Board fix some other place, in which event the notice shall 
state the address of the place of hearing so fixed. The notice 
shall show the names of the applicants as Li*e signers thereof. 

The applicants shall cause to be filed, prior to said hearing, 
with the Board, an affidavit of publication, as follows: 

The undersigned chairman of the organisation committee. being 
sworn, docs depose and say: 

A notice in the form affixed hereto was caused to be published In 

the___ a newspaper of general circulation in the 

County of____ In the edition appearing____ 

10 _ 

The name of the newspaper, the name of the county, and 
the date of the edition of the newspaper shall be inserted 
in the affidavit, which shall be subscribed by the chairman 
of the organization committee and shall be sworn to before 
a notary public or other officer competent to take acknowl¬ 
edgments of deeds. Unless such notice shall haw been duly 
published by the applicants, no hearing upon the petition 
for charter shall be conducted and no action will be taken 
by the Board upon such petition until the requirements of 
this section have been complied with. 

Upon consideration of the law and the facts, the Board 
will approve or disapprove each petition for a charter. 

Issuance of Charter 

Sec. 0. Except as provided in section 55 hereof. If the Board 
approves the petition for charter, the same shall be issued in 
the form of exhibit K annexed hereto. Thereafter, the Fed¬ 
eral association .shall be operated within the limits prescribed 
by section 5 of the Horae Owners' Loan Act of 1933. and shall 
be subject to the provisions of Its charter, its bylaws, and 
these rules and regulations, and any amendments thereof. 
Federal associations heretofore chartered by the Board (pro¬ 
vided no preferred shares are outstanding) may amend their 
charter as an entirety by a majority vote cast at a regular 
or special meeting of members adopting a charter in the 
form of exhibit K with the same name and office prescribed 
by their present charter and upon filing a petition In the 
form of exhibit L annexed hereto. The Board will issue to 
any such Federal association a charter in the form of exhibit 
K fixing the name and the home office of the association 
which the present charter prescribes, unless the Board when 
petitioned approves a change of name or location. All Fed¬ 
eral associations having charters in the form of exhibit K 
shall operate under bylaws in the form of exhibit H annexed 
hereto and made a part hereof, unless and until other bylaws 
liave been adopted by the association, and have been approved 
by the Board. Each Federal association shall cause a certi¬ 
fied copy of its charter and bylaws to be made available to 
members at all times in each office of the association, and 
shall deliver to each member upon admission to membership 
a true copy of its charter and bylaws as amended. A copy of 
each subsequent amendment, if directed by the Board, shall 
be furnished to all members. 

Organization Meeting 

Sec. 10. Promptly upon the receipt of the charter, the 
temporary officers shall call a meeting of the subscribers 
for share capital. The notice of such meeting shall be mailed 
to each subscriber at least 5 days prior to the date of such 
meeting. Subscribers who subscribed for a majority of the 
share capital subscribed, present in person or by proxy, 
shall constitute a quorum. Any action taken at such meet¬ 
ing under the charter and bylaws shall be deemed an ac¬ 
ceptance by the association of the charter (exhibit K an¬ 
nexed hereto) and the bylaws (exhibit H annexed hereto). 


The directors shall be elected according to the provisions 
of the charter and the bylaws, and such other action may 
be taken by the subscribers as is permitted by the charter 
and bylaws. 

First Meeting of Directors 

Sec. 11. Immediately after election, the board of directors 
shall hold its first meeting. At such meeting it shall elect 
officers as prescribed by the charter and bylaws and shall take 
such other action as may be necessary to permit the associa¬ 
tion to be operated in accordance with section 5 of the Home 
Owners' Loan Act of 1933, its charter and bylaws, and these 
rules and regulations. 

Bonds for Officers, Directors , and Employees 

Sec. 12. (a) Each Federal association shall provide and 
maintain a fidelity bond in form acceptable to the Board 
covering each officer, director, or employee who has control 
over or access to cash or securities of the association. Such 
bond may be In the form of individual bonds on individual 
employees, a schedule fidelity bond, or a blanket bond cov¬ 
ering all such persons. Each such bond shall be executed 
by a responsible surety company or other surety, acceptable 
to the Board, in minimum amounts as follows: (1) for 
associations with assets up to $1,250,000, $2300 or 2 percent 
of the assets of the association, whichever is greater: (2) 
for associations with assets from $1,250,000 to $2300.000. 
$25,000; (3) for associations with assets over $2,500,000 and 
not over $5,000,000. 1 percent of the assets of the association; 
(4) for associations with assets over $5,000,000 and not over 
$10,000,000, $50,000; (5) for associations with assets over 
$10,000,000 and not over $20,000,000, Vi of 1 percent of the 
assets of the association: (6> for associations with assets 
equal to or in excess of $20,000,000. $100,000. Such bond 
shall be approved by the board of directors of the association 
and the premium thereon shall be paid by it. The bond shall 
be placed in the custody of the Federal home loan bank of 
which the association is a member, for which the bank shall 
issue a receipt. Such receipt for the bond shall be at all 
times in the possession of the association. Each such bond 
shall contain a clause in form approved by the Board 
requiring the surety to notify the Federal home loan bank 
before cancellation of the bond. 

(b) Upon application of any association to the Board, 
together with a statement of the duties and responsibilities 
of its officers or employees, the Board may approve a bond 
on a different basis. In lieu of the bond provided in sub¬ 
section (a), in the case of agents appointed by a Federal 
association, a bond may be provided in an amount at least 
twice the average monthly collections of such agents, pro¬ 
vided such agents shall be required to make settlement with 
the association at least monthly, and provided such bond is 
approved by the board of directors of the association. In 
case the agent or agents are banks Insured by the Federal 
Deposit Insurance Corporation or institutions insured by 
the Federal Savings and Loan Insurance Corporation, no 
bond coverage will be required for these particular agents. 

Transfer of Cash 

Sec . 13. In the event that payments on subscriptions for 
share capital have been collected prior to the grant of the 
charter, under the conditions hereinabove permitted, the 
sums collected shall be turned over to the Federal association 
after its permanent officers and employees are bonded. If no 
such collection lias been made, the bonded permanent officers 
shall forthwith collect the sums due on subscriptions. 

Completion of Organization 

Sec. 14. The organization of a Federal association is not 
completed until the organization meeting of subscribers and 
^he first meeting of directors have been held as herein pro¬ 
vided. the permanent officers have been bonded, and tho 
association is in possession of the minimum amount of cash 
required to be paid in on subscriptions for share capital. 
In the event that organization is not so completed within 
a period of 6 months after the issuance of the charter, such 
charter shall become void. All amounts collected on sub- 
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scriptions shall thereupon be returned to the respective sub¬ 
scribers or their assigns. The Board reserves the right to 
specify additional requirements before organization shall be 
deemed completed. 

Membership in Federal Home Loan Bank 

Sec. 15. Upon the issuance of a charter to a Federal asso¬ 
ciation. it shall promptly meet all requirements necessary 
to become a member of a Federal home loan bank. 

Insurance of Accounts 

Sec. 16. Upon the Issuance of a charter to a Federal asso¬ 
ciation. it shall promptly meet all requirements necessary to 
obtain insurance of its accounts by the Federal Savings and 
Loan Insurance Corporation. 

Conversion tnto Federal Savinas and Loan Association 

Sec. 17. Any member of a Federal home loan bank may 
convert itself into a Federal association upon a vote of 51 
percent or more of the votes cast at a legal meeting called to 
consider such action. A legal meeting is any annual, regular, 
or special meeting of the holders of share accounts of the 
applicant for conversion, which is a member of a Federal 
home loan bank, called in the manner and upon the notice 
required by State law. the charter and bylaws of applicant 
for any such annual, regular, or special meeting to consider 
conversion, at which a quorum is present in person or by 
proxy. The applicant must comply with all State laws, if 
any. which expressly prescribe procedure for conversion. 
Federal laws, and these rules and regulations. Any State- 
chartered institution, not a member of a Federal home loan 
bank, that is eligible to apply for membership may officially 
present its application for membership and preliminary appli¬ 
cation for conversion (exhibit J annexed hereto), separately 
or at one time on forms prescribed by the Board. No action 
by the Board upon the application for conversion (exhibit G 
annexed hereto) will be taken until the applicant has been 
approved for membership in a Federal home loan bank. 

Eligibility for Conversion 

Sec. 18. Before approving the conversion of any member 
of a Federal home loan bank Into a Federal association, the 
Board shall determine to its satisfaction that the assets of 
such member have a sound value equivalent at least to the 
total value of the share capital to be Issued by the Federal 
association in consideration therefor plus all continuing obli¬ 
gations to creditors; that such association will function nor¬ 
mally after conversion and without being placed on a deferred 
repurchase basis, and that it will earn and be able to pay 
regularly a reasonable dividend. Conversion will not be de¬ 
nied to such member on account of the fact that more than 
15 percent of its mortgages are secured by real estate situated 
more than 50 miles from its home office; or that more than 15 
percent of its mortgages are written in amounts exceeding 
$20,000 each; or because it owns an office building having a 
value in excess of its reserves and undivided profits; or be¬ 
cause it owns other types of real estate or other investments 
which are not permitted to be acquired by Federal associations 
but which are legal for the applicant to own. Although such 
an institution may be converted, it will be required after con¬ 
version to limit its future loans and investments in accord¬ 
ance with the restrictions of its charter, including particularly 
the limitation which does not permit the aggregate amount 
of loans, without regard to the $20,000 limitation and without 
regard to the 50-mile limit, to exceed 15 percent of the assets 
of the association, and such computation shall be based upon 
the loans which it had made prior to conversion, as well as 
upon loans made subsequently thereto. 

Preliminary Application for Conversion 

Sec. 19. After approval by Its board of directors, any mem¬ 
ber of a Federal home loan bank desiring to convert may 
make a preliminary application to the Board. The form of 
such preliminary application for conversion is annexed 
hereto as exhibit J and made a part hereof, and may be 
procured from a Federal home loan bank. The applicant 
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shall submit such financial statements and other informa¬ 
tion as the Board shall prescribe. After receipt by the 
Board of such application properly authorized and executed, 
the applicant will be informed either (1) that the Board 
determines that such preliminary application for conversion 
is approved without further examination, or <2) that the 
Board determines that further examination and/or appraisal 
is necessary to determine the applicants eligibility for con¬ 
version. In the latter event the applicant may either (1) 
withdraw its preliminary application and pay for the cost 
of office analysis of its application, or (2) request such 
examination and/or appraisal as in the judgment of the 
Board may be necessary to determine such eligibility. The 
examination shall be made in such manner as may be pre¬ 
scribed by the Board. The cost, as computed by the Board, 
of all examinations, including analysis of the preliminary 
application and/or reports, and/or appraisals, overhead, per 
diem, and travel expense, shall be paid by the applicant. 

Preliminary Application Without Detailed Financial 
Statements 

Sec. 20. If it desires, the institution may file with Its 
application for conversion a request for examination and ap¬ 
praisal. In support of such request it must file the following 
with the Federal home loon bank of the district In which it is 
located: 

(1) Duly executed preliminary application for conversion. 

(2) A current balance sheet of the applicant. 

(3) Copies of resolution adopted by Its board of directors 
requesting the Board to make an examination and appraisal 
and agreeing to pay the cost thereof, as computed by the 
Board. 

After consideration by an executive officer of the Federal 
home loan bank of the district in which the applicant is 
located, by the district examiner, and by the chief examiner, 
any member of the Board may approve such request, and. 
if approved, a field examination and/or appraisal will then 
be made by the Board. Such field examination and or ap¬ 
praisal shall be considered the same as though detailed 
financial statements had been submitted by the applicant in 
support of such application. 

Complete Examination not Required 

Sec. 21. Any such examination as referred to in sections 
19 and 20 need not be a complete examination of the appli¬ 
cant. but may take into consideration reports and examina¬ 
tions made by any regulatory authority or by public account¬ 
ants employed by the applicant. The Board may also 
consider other available data. 

Appraisal of Assets 

Sec. 22. If the Board determines that an appraisal Is nec¬ 
essary to determine the applicant’s eligibility for conversion, 
such appraisal shall be made as follows: 

(1) All mortgages other than those enumerated in para¬ 
graph (2) immediately below will be valued at the unpaid 
balance of the mortgage debt on the date of financial state¬ 
ments filed in support of the preliminary application to 
convert, or date of examination, or other approved date, 
unless the Board shall require specific mortgages to be 
appraised. The unpaid balance of the mortgage debt 
means the original principal amount of the mortgage plus 
any charges, Including delinquent interest, and advances 
for taxes, assessments, and insurance, and minus any 
credits to the mortgage, including the value of mortgage 
loan shares which axe pledged as additional security for 
the mortgage debt. 

(2) Mortgages which are either— 

(A) Six months or more past due according to tho 
maturity date thereof; or 

(B) Six months or more past due according to a 
declaration under an acceleration clause contained in tho 
mortgage; or 

(C) Delinquent to the extent that the aggregate 
amount of unpaid Interest, taxes, and insurance for the 
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3 years preceding the date of such statements, or ex¬ 
amination. or other approved date, equals at least 5 
percent of the unpaid balance of the mortgage debt. 

will be required to be appraised when either— 

cl) The unpaid balance of the mortgage debt is more 
than 50 percent of the original appraised value of the 
real estate with respect to which the mortgage was 
given; or 

(11) The unpaid balance of the mortgage debt is more 
than 75 percent of the original principal amount of the 
mortgage; or 

CUD The mortgage has been reformed within the last 
3 years and the unpaid balance of the mortgage debt is 
more than 75 percent of the original principal amount 
of the mortgage which was so reformed. 

(3) Bonds or other interest-bearing obligations of the 
United States or those for which the faith and credit of 
the United States are pledged for the payment of principal 
and interest will be valued at par or market value, which¬ 
ever Is higher, at the time of such statements, or examina¬ 
tion. or other approved date. All other bonds listed upon a 
registered national securities exchange will be valued at 
the market value thereof determined by the closing bid 
price published by such exchange on or last preceding the 
date of such statements or examination, or other approved 
date. 

(4) All assets, including real estate and land contracts, 
other than those hereinabove enumerated, will bo required 
to be appraised. 

<5) All assets appraised shall be valued at what may be 
reasonably expected to be realized therefrom in the orderly 
and proper conduct of the business of the applicant. The 
responsibility of the mortgagor and the person or persons 
who shall have assumed the mortgage debt, the possibilities 
and costs of collection, and the value of the security shall 
be considered in making appraisals of mortgages. 

(6) Any applicant for conversion dissatisfied with the 
results of appraisal of any of its assets may request an 
additional appraisal, at the expense of the applicant, by 
an independent appraiser mutually satisfactory to the ap¬ 
plicant and the Board. Such appraisals will be considered 
by the Board in determining the eligibility of the appli¬ 
cant for conversion. 

Formal Application for Conversion 

Src. 23. (a) After the preliminary application for conver¬ 
sion (exhibit J annexed hereto) has been approved by the 
Board, the applicant shall proceed forthwith to obtain the 
vote of its .shareholders required by Slate law. if any. which 
expressly authorizes conversion, and at least the vote re¬ 
quired by Federal statute, or. in the absence of such a State 
law. the vote of its shareholders required by section 5 (1) 
of Home Owners* Loan Act of 1933. in favor of the plan of 
conversion approved by the Board, and to comply with all 
other necessary legal formalities. It shall thereafter file 
its formal application for conversion into a Federal associa¬ 
tion in the form of exhibit O annexed hereto and made a 
part hereof. 

<b» Failure to proceed promptly to obtain a vote by share¬ 
holders upon the conversion of an association after the pre¬ 
liminary application for conversion has been approved by the 
Board may result in the cancellation of such approval by 
the Board. In case such approval is cancelled and the appli¬ 
cant should desire to resume its conversion procedure at a 
later date, the Board may require a new examination at the 
expense of the applicant. 

(c) An application for the insurance of its accounts must 
accompany its formal application for conversion, exhibit O, 
in each instance, except where reorganization is to be effected 
subsequent to the issuance of Federal charter, in which event 
the application for insurance shall be filed after the con¬ 
version has been completed and after the Federal association 
has completed the reorganization approved by the Board. 


FLAN OF CONVXR&ION 

Src. 24. The plan of conversion which shall be voted upon 
by the shareholders of the applicant mast provide, among 
other things, as follows; 

< 1) All creditors shall be paid in full either in cash or in a 
share account of the Federal association, or in a combina¬ 
tion of cash and share account; or the creditor obligations 
shall continue to remain as outstanding obligations of the 
converted Federal association. 

(2) All preferential shareholders shall be given the pres¬ 
ent value of their preferences as determined by the Board 
In the issuance of share Accounts of the Federal association. 

(3) All shareholders without preference shall be given 
share accounts in the Federal association of an aggregate 
value equivalent to the present value of their accounts, 
after provision for appropriate reserves, as determined by 
the Board. 

(4) Ail holders of guarantee, permanent, reserve fund, 
or other nonwi thdrawablc capital stock shall be given share 
accounts of the Federal association of an aggregate value 
equivalent to the present value of their stock, after provi¬ 
sion for appropriate reserves, as determined by the Board. 

<5) The aggregate amount of share accounts Issued by 
the Federal association plus the aggregate amount of cred¬ 
itor obligations continued shall not exceed the value of 
the assets of the converted Federal association. 

Adtwnces From a Federal Home Loan Bank 

Sec. 25. In disposing of creditor obligations, including de¬ 
posits and investment certificates, the applicant for conver¬ 
sion may use advances from the Federal home loan bank of 
which it Is a member. 

Creditor Obligation and Share Adjustments 

Sxc. 26. Immediately after issuance of a Federal charter 
the officers of the converted association shall proceed 
promptly to provide for the creditors and to adjust the in¬ 
terests of the shareholders in accordance with the plan of 
conversion approved by the Board, including reorganization 
if and as such plan provides. 

Completion of Conversion and Organization After Conversion 

Sec. 27. The conversion of a State-chartered institution 
into a Federal association is completed upon the issuance of 
the Federal charter <exhibit K annexed hereto), and com¬ 
pliance with all requirements of Stale laws. If any, which ex¬ 
pressly prescribe procedure for conversion. Upon comple¬ 
tion of conversion the Federal association is subject to the 
Federal charter (exhibit K annexed hereto), the Federal by¬ 
laws (exhibit H annexed hereto). Federal laws, and these 
rules and regulations. Immediately after notice of the issu¬ 
ance of a Federal charter, a legal meeting of members shall 
be held upon due notice, unless held upon a valid adjourn¬ 
ment of a previous legal meeting. At such meeting the 
following action shall be taken; (1> Formal acceptance of the 
Federal charter (exhibit K annexed hereto) and the bylaws 
(exhibit H annexed hereto); (2) the election of directors; 
and (3) any other action necessary to be taken at such first 
meeting of members including the authorization and direc¬ 
tion of the board of directors and officers to issue Federal 
share accounts or to accomplish reorganization and/or 
merger in accordance with the plan approved by the Board. 
Immediately after their election the board of directors shall 
meet and elect officers, and transact such other business as 
may be proper at such meeting. Including authorizing and 
directing the officers to issue membership certificates and 
share account books evidencing share Interests in the Federal 
association. The association may represent itself as a Federal 
association in appropriate advertising as soon as such meet¬ 
ings of members and directors have been held and the re¬ 
quired action taken thereat. Prior thereto the association 
shall not so represent itself. As soon as shall be practicable, 
all outstanding certificates, passbooks, and other evidences of 
investment of the converted State-chartered Institution ahall 
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be called In and new membership certificates and share ac¬ 
count books of the Federal association shall be Issued in 
evidence of investors* interests as provided in the plan of 
conversion, reorganization, and/or merger, approved by the 
Board. Organization under any charter so issued shall not 
be complete until there has been strict compliance with this 
section, with any specific condition attached by the Board In 
the Lssunnce of such charter, and complete compliance with 
all provisions of State law expressly prescribed procedure 
for conversion. Between the date of the issuance of the 
charter and the completion of organization thereunder, as is 
herein provided, such association may take the steps pro¬ 
vided for by this section, or by any pertinent State law. and 
such other action as may be necessary or appropriate in the 
operation of the association and the completion of its organi¬ 
zation as a Federal association. Ail the action necessary to 
the completion of organization under the Federal charter 
shall be taken as promptly as is practicable. 

REORGANIZATION FOR CONVERSION AND INSURANCE 

Sec. 28. Any member of a Federal home loan bank desiring 
to convert, which has assets of doubtful value or an impair¬ 
ment of capital, may reorganize in any lawful or equitable 
manner satisfactory to the Board so that it may qualify for 
conversion into a Federal association and obtain insurance of 
Its accounts. In all cases of reorganization where unaccept¬ 
able assets are administered in the office of the converted 
Federal association or by the officers or employees of such 
Federal association, there shall be an operating agreement In 
a form approved by the Board providing for the method of 
administration of such unacceptable assets and the division 
of expense between the converted Federal association and the 
persons charged with the liquidation or continued manage¬ 
ment of such unacceptable assets. 

Right of Hearing 

Sec. 29. Any interested person affected by any application 
to the Board may request a hearing by tiling with the Board 
a request in writing to be heard on the pending applica¬ 
tion. In the event that any such written request is filed, the 
Board shall arrange the time and place of such hearing and 
shall give at least 5 days* written or published notice ot the 
time and place of such hearing to the person or persons 
making the request, and to the institution whose applica¬ 
tion is being considered, and such other notice as the Board 
may direct, and any such person or institution may appear 
in person or by attorney and submit any evidence at such 
hearing pertinent to the questions at issue. In lieu of such 
appearance, evidence may be submitted in writing. Any 
such hearing may be conducted by the Review Committee 
of the Board at Washington. D. C„ or at any other place, 
convenient to the parties, fixed in the notice of such hear¬ 
ing, upon such conditions as the Board may prescribe. In 
the event that the Review Committee or other representa¬ 
tive of the Board conducts any such hearing, such commit¬ 
tee or representative shall cause a stenographic record of such 
hearing to be made and shall consider the evidence sub¬ 
mitted thereat and make recommendations thereon to the 
Board. The Board will take such action as may appear to 
be appropriate. 

PART n. OPERATION 

First Examination 

Sec. 30. Promptly upon the completion of the organization 
of a new Federal association or upon completion of organiza¬ 
tion after the conversion of a State-chartered Institution Into 
a Federal association, such Federal association shall be exam¬ 
ined and a report made thereof In such form as shall be 
prescribed by the Board. The cost of making such examina¬ 
tion, as determined by the Board, shall be paid by the Federal 
association examined. The first examination after organiza¬ 
tion of a new Federal association may be conducted without 
expense to such association. No request for investment by 
the Home Owners* Loan Corporation in share accounts in any 
Federal association which is newly chartered pursuant to the 
No. 190-2 


provisions of sections 1 to 16 of these rules and regulations, 
shall be approved until the report of the first examination 
thereof has been received. 

Examinations . Audits, and Supervision 

Sec. 31. For the protection of its members and the public, 
each Federal association shall be examined (with appraisals 
when deemed advisable) at least annually by the Examin¬ 
ing Division of the Board. The cost, as determined by the 
Board, of such examination, including office analysis thereof, 
audit, and any appraisals made in connection therewith and 
of other supervision by the Board shall be paid by the Fed¬ 
eral association. If a Federal association is not audited at 
least once each year In such manner and by auditors satis¬ 
factory to the Board, the examination of such Federal asso¬ 
ciation shall include an audit. Two copies of any audit of 
a Federal association, signed and certified by the auditor 
making such audit, shall promptly be filed with the Board 
through the Federal home loan bank of which the Federal 
association is a member. To assist in proper maintenance of 
records for supervision and regulation, communications from 
Federal associations shall normally be forwarded to the 
Board in duplicate through the Federal home loan bank of 
which the Federal association is a member. 

Capitalization of Expenses 

Sec. 32. Federal associations shall be organized and oper¬ 
ated as economically as practicable. Reasonable organiza¬ 
tion and operating expenses may be incurred and set up 
as an asset item for a temporary period, provided the same 
ore amortized within a reasonable time. The budget of such 
organization expenses, together with the estimated operat¬ 
ing expenses for the first year of operations, must be ap¬ 
proved by the Governor or Deputy Governor of the Federal 
Home Loan Bank System before any portion of such expenses 
can be accounted for as an asset item. Any Federal associa¬ 
tion carrying organization and operating expense as an asset 
item shall apply at each dividend period to the amortiza¬ 
tion of such account at least 10 percent of all net earnings 
before declaring any dividends. 

Accrued Interest Receivable 

Sec. 33. On all loans interest shall be accrued monthly and 
a ’‘reserve for uncollected interest** shall be maintained 
equivalent to all interest In default more than 90 days. Con¬ 
verted associations which have heretofore accrued interest, 
but have not maintained a reserve as herein required, may, 
upon application to and approval by the Board, be permitted 
a reasonable time for the accumulation of such reserve. 

Forms and Reports 

Sec. 34. Every Federal association shall use such forms and 
follow such accounting practices as may, from time to time, 
be prescribed by the Board. Every Federal association shall 
close its books on June 30 and December 31 of ea ch year and 
shall make an annual report of its affairs as of December 31 
of each year. Within 30 days after December 31 of each year 
copies shall be filed as follows: One copy shall be forwarded 
to the Federal home loan bank of which the association is a 
member and two copies to the Governor of the Federal Home 
Loan Bank System, Washington, D. C. The officers of each 
association shall make a monthly report to the association's 
board of directors on forms prescribed by the Board which 
shall be filed as follows: One copy shall be forwarded to the 
Federal home loan bank of which the association is a member 
and two copies to the Governor of the Federal Home Loan 
Bank System. Washington. D. C. 

Membership Certificates 

Sec. 35. Membership certificates of Federal associations 
having a charter in the form ot exhibit K annexed hereto 
shall be In the form of exhibit M annexed hereto and made 
a part hereof, unless and until the Board upon application 
shall approve the use of a different form. 
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Investments by Home Owners' Loan Corporation 

Sec. 36. Whenever a Federal association needs funds far 
tiie financing of homes, it may request Home Owners' Loan 
Corporation to purchase an investment share account, con¬ 
sisting of full-paid income shares, as provided in section 4 (n) 
of Home Owners' Loan Act of 1933 and in investment pro¬ 
cedure approved by the Board. 

Investment and Redemption Procedure 

Sic. 37. (a) No requests for such investment by Home 
Owners' Loan Corporation will be approved by the Board 
in excess of three times the amount paid on unpledged 
share accounts standing to the bona fide credit of private 
investors. In determining the upper limit of Investment by 
Home Owners' Loan Corporation in any Federal association, 
the Board will multiply the amount of unpledged share ac¬ 
counts standing to the credit of private investors by three, 
and subtract therefrom the amount of any subscription for 
preferred shares and full-paid income shares by the Secre¬ 
tary of the Treasury plus the amount of any investment, or 
request for investment, by Home Owners' Loan Corporation. 

(b) Forms for certification of financial statement, reso¬ 
lution authorizing procedure for investment, and applica¬ 
tion forms for use by Federal associations in requesting in¬ 
vestment by Home Owners* Loan Corporation may be pro¬ 
cured from the Federal home loan bank of which the Federal 
association is a member. 

<c) No repurchase fee may be charged upon the repur¬ 
chase of any investment by the Secretary of the Treasury 
or by Home Owners’ Loan Corporation. 

(d) Retirement or redemption of preferred or full-paid in¬ 
come shares owned by the Secretary of the Treasury or by 
the Home Owners' Loan Corporation may be effected in ac¬ 
cordance with procedure approved by the Board, using 
forms approved by the Board, which procedure and forms 
may be obtained from the Federal home loan bank of which 
the Federal association is a member. 

Limitations on Repurchases 

Sec. 38. No Federal association may repurchase share 
accounts held by private investors (except out of one-third 
of the receipts of the association from the holders of share 
accounts and its borrowers) if the effect of such repurchase 
is to reduce the total amount to the credit of private investors 
below one-third of the aggregate of preferred and full-paid 
income shares held by the Secretary of the Treasury and 
Investments held by Home Owners* Loan Corporation, without 
making provision, satisfactory to the Board, for the retire¬ 
ment of a sufficient amount of investments held by the 
Secretary of the Treasury and Home Owners* Loan Cor¬ 
poration so that the aggregate amount held by the Secretary 
of the Treasury and Home Owners' Loan Corporation will 
not exceed 76 percent of the total investment in the Federal 
association. When required in connection with repurchases 
of preferred or full-paid Income shares held by the Secre¬ 
tary of the Treasury, exhibit F, being treasury receipt for 
preferred shores, annexed hereto and made a port hereof, 
and exhibit I, being treasury receipt for full-paid Income 
shares, annexed hereto and made a part hereof, are approved 
for use. 

Real-Estate Loans 

8 ec. 39. (a) All loans on real-estate security made by each 
Federal association operating under a charter in the form of 
exhibit E annexed hereto shall be on the direct reduction 
plan, unless the Board shall specifically approve another loan 
plan upon application therefor. 

(b) When the members of a Federal association at a legal 
meeting have authorized loans to be made, from time to time, 
in an amount exceeding 75 percent of the value of the security 
of a home or combination home and business property, the 
association may make any such loan, provided the amount 
loaned is not in excess of 80 percent of the value of the 
security therefor. 

(c) No director, officer, or employee of a Federal associa¬ 
tion shall receive any fee or other compensation of any 


kind In connection with the procuring of any loan made by 
such association. Borrowers may be required to pay the 
necessary initial charges In connection with the making of 
a loan, including the actual cost of title examination, ap¬ 
praisal, credit report, survey, drawing of papers, closing of 
the loan, and other necessary incidental services and costa 
In such reasonable amounts as may be fixed by the board of 
directors. Such necessary initial charges may be collected 
by the Federal association from the borrower and paid to 
any persons, including any director, officer, or employee, 
rendering such services. Whether such charges are so col¬ 
lected and paid or are paid directly by the borrower, a 
detailed record. Including names of recipients of such 
charges and amounts paid to each, shall be kept by the Fed¬ 
eral association, and a copy of such record shall be given to 
the borrower. 

Loan Contract 

Sec. 40. Loans shall be evidenced by a note or bond for 
the amount of the loan, which shall clearly state the rate 
of interest charged and. if any additional charge is to be 
made on account of delinquent payments, or. if the rate 
Is to vary upon any other contingency or option, the pro¬ 
vision for such additional rate or additional charge shall be 
plainly stated In connection with the statement of the 
amount of the loan and the rate charged thereon. Each 
association shall be governed by the following provisions 
relevant to such charges: 

(1) It may incorporate into its note and mortgage forms 
or other instruments securing the debt a provision whereby 
the stipulated rate of interest may be increased at the op¬ 
tion of the association; provided, however, that the asso¬ 
ciation may not exercise such right In less than 3 years from 
the date of the loan and then only upon at least 4 months' 
written notice to the borrower. The association shall in¬ 
corporate in such instruments a provision that in the event 
of such an increase in the stipulated rate of interest the 
borrower may prepay the loan within such notice period 
without the payment of any additional interest or any other 
penalty. 

(2) It may also incorporate a provision for an additional 
charge against borrowers who are delinquent in their loan 
payments. Such additional charge shall be in the form of an 
increased rate of interest on the unpaid balance of the loan 
for the period of delinquency. 

Both form and substance of loan contracts are required to 
be fair and reasonable. All contract forms and all changes 
in contract forms for the making of loans shall be furnished 
promptly to the Board through the Federal home loon bank 
of which the association is a member, and the same may be 
used unless and until disapproved by the Board. 

Lending Area 

Sec. 41. (a) Any Federal association which Is converted 
from a State-chartered Institution into a Federal association 
may continue to make loans In the territory in which it 
made loans while operating under State charter. Each con¬ 
verted association which has made loans beyond 50 miles 
from the home office and which desires to continue such 
lending shall file with the Board the following: 

(1) A map showing the territory within which the appli¬ 
cant has made loans. 

(2) A statement by counties of the number and amount 
of loans outstanding. 

* (3) A complete statement of the method of originating, 

appraising, closing, and servicing loans beyond the 50-mile 
radius. 

(b) No Federal association shall lend upon real-estate 
security beyond 50 miles from its home office except as per¬ 
mitted in its charter and by this section. 

<c> Any loan which a Federal association Ls authorized to 
make beyond 50 miles from its home office shall be subject to 
the provisions of its charter; provided, however, that— 

(1) The real-estate security for any such loan shall be 
appraised as required by the charter; however, one of the 
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appraisers shall be a person who Uves In the community 
in which the real estate is situated. 

(2) The signed appraisals of the above appraisers shall 
be approved by the board of directors or the loan committee 
of the association before the loan may be approved or any 
money disbursed thereon. The report of appraisal, together 
with the approval thereof, by the board of directors or the 
loan committee, shall be kept in the records of the 
association. 

(3) The amount of the loon when secured by a home 
or a combination home and business property shall not 
exceed 60 percent of the appraised value of the property, 
and when secured by other improved real estate shall not 
exceed 50 percent of the appraised value of the property, 
except that upon application to and approval by the Board, 
loans when secured by a home or a combination home and 
business property may be made up to 66% percent of the 
appraised value of the property. 

<4) If a loan is In such condition as to require appraisal 
under section 22 of these rules and regulations, the real 
estate securing such loan shall be inspected and appraised 
at least annually by an officer or director of the associa¬ 
tion. HSs report shall be submitted in writing to the 
board of directors and shall be kept in the records of the 
association. 

Brokerage Business and Purchase and Sale of Loam 

Sec. 42. <a> No Federal association shall engage in the 
mortgage brokerage business. 

(b) Federal associations shall primarily engage in lending 
their funds, but may incidentally purchase loans of a type 
which they are permitted to make; provided that no Federal 
association may purchase any mortgage from an affiliated 
institution, or from an institution in liquidation, or of a type 
that it is not authorized to make originally, without the 
prior approval of the Board. 

(c) Federal associations may originate and sell insured 
mortgages: provided that an initial service charge is made 
and collected by the association sufficient to reimburse it for 
the expense incurred in originating such business; and pro¬ 
vided further that each mortgage sold shall be sold without 
recourse, and. if under a contract to service the same, then 
on a basis to reimburse the association adequately for the 
cost of such servicing. 

<d> The purchase and sale of mortgages shall not consti¬ 
tute the major activity of a Federal association. 

Bonus Plan 

Sec. 43. If a Federal association having an exhibit K form 
of charter desires to adopt a bonus plan, the board of di¬ 
rectors may, without further Board approval, recommend the 
adoption by the members at any regular or special meeting 
of the short-term bonus or the long-term bonus or both the 
short-term and the long-term bonus plans. The members 
may adopt the short-term bonus plan by adopting the follow¬ 
ing resolution; 

Resolved, That in order to stimulate systematic thrift and to pro¬ 
vide regular funds for the financing of homes, the bylaws of the 
association shall be amended by adding section II to read as 
follows: 

"Effective on the next succeeding dividend date, the association 
shoU be obligated to pay a cash bonus on the short-term bonus plan 
set forth in section 10 of the charter of the association." 

The members may adopt the long-term bonus plan by adopt¬ 
ing the following resolution: 

Resoh'cd, That in order to stimulate systematic thrift and to 
provide regular funds for the financing of homes, the bylaws of 
the association shall be amended by adding section 11 to read as 
follows: "Effective on the next succeeding dividend date, the asso¬ 
ciation shall be obligated to pay a cash bonus on the long-term 
bonus plun set forth in section 10 of the charter of the association." 

The members may adopt both the short-term and long-term 
bonus plans by adopting the following resolution: 

Resolved, That In order to stimulate systematic thrift and to 
provide regular funds for the financing of homes, the bylaws of 
the association shall be amended by adding section II to read as 
follows: "Effective on the next succeeding dividend date, the 
association shall be obligated to pay a cash bonus on both the 
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short-term bonus plan and the long-term bonus plan set forth in 
section 10 of the charter of the association." 

In tiie event of any such adoption of a bonus plan or plana 
the secretary of the association shall flic 3 certified copies of 
the foregoing resolution with the Board through the Federal 
home loan bank of which the association is a member. 

Duplicate Certificates 

Sec. 44. Upon filing with a Federal association by the 
holder of record as shown by the books of the association 
or hU legal representative, of an affidavit to the effect that 
the membership certificate and/or share account book evi¬ 
dencing his share account with the association has been lost 
or destroyed, and that such certificate or share account has 
not been pledged or assigned in whole or in part, such Fed¬ 
eral association shall issue a membership certificate and/or 
share account book marked on the face thereof of a dupli¬ 
cate, evidencing such share account In the name of the 
holder of record: Provided, however. That the board of di¬ 
rectors shall, if in its judgment it is necessary, require the 
holder of record, or his legal representative, to furnish a 
bond in an amount sufficient to indemnify the association 
against any loss which might result from the issuance of 
such duplicate certificate and or share account book. 

Offices 

Sec. 45. (a) TTtc home office of each Federal association 
is the office authorized to be established as is provided in the 
charter of the association. The association shall be op¬ 
erated from the home office. Complete records of all busi¬ 
ness transacted at the home office of each Federal associa¬ 
tion shall be maintained at its home office. Control records, 
at least, of all business transacted at each branch office or 
agency shall be maintained. All branch offices and agencies 
shall be subject to direction from the home office. 

<b> A branch office of a Federal association is a legally 
established place of business of the association authorized 
by the board of directors, at which subscriptions for share 
accounts and applications for loans may be received, and at 
which share account books and certificates of membership 
may be Issued, and loans, when properly approved by the 
board of directors, may be closed. Branch offices may re¬ 
ceive share account and loan payments and sliall keep de¬ 
tailed records of all transactions at such branch offices and 
phall furnish such control records to the home office as may 
be necessary for the proper conduct of the business. No 
Federal association may establish or maintain a branch office 
without the prior written approval of the Board. Each ap¬ 
plication for such approval shall state the need therefor, the 
functions to be performed therein, the estimated annual 
expense thereof and shall be accompanied by a proposed an¬ 
nual budget of the association. 

<c> An agency of a Federal association is the place of busi¬ 
ness at which an agent or agents of the association transact 
authorized business of the association. At any such agency, 
payments on share accounts and on loans may be received 
for transmission to the home office or a branch office of the 
association. Any agent or agents may perform at any such 
agency other duties as directed from time to time by the home 
office or a branch office. No such agency shall be authorized, 
however, to issue share account books or membership certifi¬ 
cates or to approve loans. Any such agent or agents may 
occupy space provided at any such agency. Each agent of a 
Federal association shall keep an original record of each 
transaction of business of the association and shall report to 
the main office or a branch office of the association as 
promptly as is required for the proper transaction of such 
business. Complete detailed permanent records of such 
transactions are not required to be maintained at any such 
agency. No such agency shall be established or maintained 
by a Federal association without the prior written approval 
of the Board, except that temporary and incidental agencies 
may be created for Individual transactions and for special 
temporary purposes without such approval. Each application 
for such approval shall state the need for such agency, the 
functions to be performed therein, the estimated annual 
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expense thereof, and shall be accompanied by a proposed 
annual budget of the association. 

<d> Any Federal association may appoint such agents 
under the direction of officers or employees stationed in its 
home office or an authorized branch office as may be neces¬ 
sary in the conduct of its business. 

<e) If a Federal association proposes to move any office 
from Its immediate vicinity it shall apply to the Board for 
prior written approval and shall support such application 
with a statement of the need therefor, of the functions to be 
performed by the office at the new location, and of the 
removal and maintenance expense involved. 

<f) If a Federal association proposes to change the loca¬ 
tion of the home office of the association as fixed in section 2 
of the charter, the charter shall be amended in accordance 
with the provisions of section 16 of the charter (exhibit K. 
annexed hereto). 

Book Value of Assets 

Sec. 46. Every Federal association shall appraise each par¬ 
cel of real estate at the time of acquisition thereof. A 
signed copy of such appraisal shall be kept In the records 
of the association. No real estate shall be carried on the 
books of a Federal association for a sum in excess of the 
total amount invested by the association on account of such 
real estate. Including advances, costs, and improvements, but 
excluding accrued but uncollected interest. The Board may 
require <1) that any asset, to the extent that it has depre¬ 
dated in value, be charged off; or 12) that a special reserve 
or reserves equal to such depreciation in value be set up. 

Fiscal Agency Powers and Duties 

Sec. 47. When designated for that purpose by the Secretary 
of the Treasury, a Federal association shall perform all such 
reasonable duties as fiscal agent of the government specified 
by the Secretary of the Treasury, Such a Federal association 
shall exercise only such powers and privileges as a fiscal agent 
of the government as are enumerated in regulations pre¬ 
scribed by the Secretary of the Treasury, When the desig¬ 
nation for that purpose by any other instrumentality of the 
United States has been approved by the Board, a Federal asso¬ 
ciation upon qualification for such employment shall perform 
the duties as agent of such instrumentality specified by such 
instrumentality of the United States. Such a Federal asso¬ 
ciation shall exercise only such powers and privileges as an 
agent of any other instrumentality of the United States as 
are prescribed by such other instrumentality of the United 
States. 

PART m. MERCER. REORGANIZATION, DISSOLUTION. AND LIQUIDATION 

Merger of Federal Associations 

Sec. 48. (a) Two or more Federal associations may merge 
in the following manner: 

The board of directors of each association by a majority 
vote of each of the separate boards of directors shall approve 
a plan of merger evidenced by a merger agreement. Such 
agreement shall specify (1) the name to be used by the asso¬ 
ciation resulting from the merger (hereinafter referred to as 
“the association''), which may be the name of the associa¬ 
tion, the name of any of the associations which will be 
absorbed upon the effective date of the merger (hereinafter 
referred to as the “merged associations' ), or a proposed new 
name; (2) the charter under which the association shall 
operate, which *haii be the exhibit K form of charter of the 
association; (3) the location of the home office of the asso¬ 
ciation; (4) the basis of the issuance of the share accounts 
of the association to the holders of share accounts; (5) the 
number of directors of the association and the names and 
residences of those who are chosen to serve until the first 
Annual meeting of the association. Application for approval 
by the Board of the merger shall be made by filing, with the 
Federal home loan bank of which at least one of the associa¬ 
tions, party to the merger, is a member, two copies of the 
merger agreement properly executed in the name of the 
respective associations and two certified copies of the min¬ 


utes of all of the meetings of the respective boards of direc¬ 
tors at which the plan of merger was considered and ap¬ 
proved. The merger agreement shall state that it shall not 
be effective unless and until approved by the Board. Upon 
receipt of such application the Board will thereupon either 
approve or disapprove the plan of merger or recommended 
modifications of the proposed plan of merger, which, if 
accepted by the respective boards of directors, will make the 
plan of merger satisfactory to the Board. If the plan of 
merger as approved by the Board is approved by the respec¬ 
tive boards of directors, the Board shall be promptly notified 
by the similar filing of two copies of on amended merger 
agreement properly executed which Incorporates the modi¬ 
fications recommended by the Board, and by the similar filing 
of two certified copies of the minutes of all meetings of the 
boards of directors at which such modified plan of merger 
was considered and approved. If the association is to oper¬ 
ate under a new name, its charter shall be surrendered to 
the Board so that the name may be amended by re Issuance 
of such charter in the new name of the association. If the 
location of the home office of the association is to be different 
from the location of the home office set forth in its charter, 
the location of the home office of the association will be set 
forth In the reissued charter of the association. The char¬ 
ters of the merged associations shall be surrendered to the 
Board so that the name may be amended last date on which 
any of such charters are cancelled by the Board shall be the 
effective date of the merger. Membership in a Federal home 
loan bonk of any merged association shall be cancelled and 
Its stock subscription shall be refunded to the association 
resulting from the merger, after adjustment to the minimum 
number of shares required to be held by the association under 
the provisions of the Federal Home Loan Bank Act, unless 
the association desires to retain a larger stock subscription 
than the required minimum. The certificate of Insurance of 
any merged association shall be surrendered for cancellation 
to the Federal Savings and Loan Insurance Corporation after 
adjustment by additional premium payment or premium 
credit, pursuant to the rules and regulations for insurance of 
accounts. The membership certificate and the insurance 
certificate of the association shall be surrendered for reissu¬ 
ance in the new name of the association, if the association is 
to operate under a new name. 

(b) Upon the effective date of such merger, ail of the 
assets and property of every kind and character, real, per¬ 
sonal. and mixed, tangible and intangible, chases in action, 
rights and credits then owned by the merged associations, 
or which would Inure to any of them, shall immediately by 
operation of law and without any conveyance or transfer 
and without any further act or deed, be vested in and become 
the property of the association resulting from such merger, 
which shall have. hold, and enjoy the same in its own right 
as fully and to the same extent as the same were possessed, 
held, and enjoyed by the merged associations prior to such 
merger; and the association resulting from such merger 
shall be deemed to be and shall be a continuation of the 
entity and identity of the Federal association, which ab¬ 
sorbed the merged associations; and all of the rights and 
obligations of the merged associations shall remain unim¬ 
paired. and the association, on the effective date of such 
merger, shall succeed to all of such rights and obligations 
and the duties and liabilities connected therewith. 

Voluntary Dissolution 

Sec. 49. (a) Any Federal association may dissolve in the 
following manna*: 

The board of directors of the association may propose a 
plan for the dissolution of the association. Such plan shall 
thereupon be submitted to the Board for approval, together 
with a statement of the reasons for proposing dissolution 
and the reasons for the plan submitted. If it appears that 
dissolution Is advisable and the plan ts In the interest of all 
concerned, the Board will approve the plan. If the plan sub¬ 
mitted appears to be inadvisable, the Board will make rec¬ 
ommendations to the association. When a plan of dissolu¬ 
tion ho* been approved by the board of directors of the as- 
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sotfation and the Board, such plan shall be submitted to the 
members at a legal meeting called for the purpose and. when 
approved by a majority of the votes cast at such meeting, 
such plan for dissolution shall become effective. The plan 
for dissolution may provide— 

(1) Por the Federal Savings and Loan Insurance Cor¬ 
poration to be appointed as receiver for the purpose of 
liquidation, as is provided by law and regulations; 

(2) For ail assets of the association to be transferred 
to another thrift and homc-flnancing institution under 
Federal or State charter for a sufficient amount of cash 
to pay all obligations of the association and to retire all 
outstanding share accounts up to the amount credited 
thereto; or 

(3) For the transfer of all assets to another thrift and 
home-financing institution under Federal or State charter 
In consideration of the payment of all outstanding obli¬ 
gations of the association and the issuance of share ac¬ 
counts or other evidence of interest to the members of the 
Federal association on a pro rata basis. 

<b> When dissolution has been consummated in accord¬ 
ance with the plan approved by the Board, a certificate 
evidencing that fact in such form and supported by such 
evidence as the Board shall approve shall forthwith be filed 
with the Board. Upon acceptance of such certificate by the 
Board, the corporate existence of such association shall ter¬ 
minate and the charter shall thereupon be surrendered and 
cancelled. 

Conversion Into a State-Chartered Institution 

Sec. 50. Any Federal association may convert itself into a 
State-chartered thrift and home-financing institution, upon 
the vote, cast at a legal meeting called to consider such action, 
specified by the law of the State in which the home office of 
the Federal association is located, as required by such law 
for a State-chartered institution to convert itself into a 
Federal association, and upon compliance with other require¬ 
ments reciprocally equivalent to the requirements of such 
State law for the conversion of & State-chartered Institution 
into a Federal association, provided legal titles are protected 
by such conversion or provided proper conveyances of legal 
titles are made. 

Appointment of Conservator or Receiver 

Sec. 51. (a) Whenever It shall appear to the Board (hat 
tlxe interests of the creditors or members of any Federal 
association are being jeopardized because such associa¬ 
tion has violated its charter, bylaws, or these rules and regu¬ 
lations. or is conducting its business in an unsafe or un¬ 
authorized manner; or if such association shall refuse to 
submit Its books and papers for inspection by the Board or 
any examiner appointed by the Board; or if any officer or 
director thereof shall refuse to be examtned under oath 
by a representative appointed by the Board concerning the 
affairs of any such association; or if any such association 
shall suspend payment of its obligations; or if the Board 
shall conclude that such association is in an unsafe or un¬ 
sound condition to transact business; or if any such asso¬ 
ciation shall neglect or refuse to observe a lawful order of 
the Board, the Board may, on becoming satisfied of the 
existence of any or all of the conditions set forth above, 
forthwith appoint a conservator for such association. Such 
conservator may propose a plan of reorganization to the 
Board. The Board may approve a reorganization of such a 
Federal association. 

* b) In the event that the Board determines that it is neces- 
ary to liquidate such association, the Board will appoint 
the Federal Savings and Loan Insurance Corporation as re¬ 
ceiver for the purpose of liquidation. 

ic) Before the appointment of a conservator or receiver, 
the Federal association will be given opportunity to be heard; 
provided, however, that the Board may appoint a temporary 
conservator pending such hearing. 


Powers and Duties of Conservator or Receiver 

Sec. 52. Such conservator or receiver, under the direction 
of the Board, shall take possession of the books, records, and 
assets of every description of such association; collect all 
debts and claims belonging to it; and make report to the 
Board of the condition of the association. After 10 days' 
notice, mailed to each member and creditor of the associa¬ 
tion at his last-known address as shown on the books of the 
association, the conservator or receiver shall conduct a hear¬ 
ing at the home office of the association or at some other 
convenient place designated by him in such notice. At such 
hearing, any interested parties may submit evidence as to the 
condition of the association or as to Its management and may 
propose any plan for its operation or for the disposition of its 
assets. A stenographic record shall be made of such hearing. 
One copy thereof shall be filed with the Federal home loan 
bank of which such association is a member. The Board 
shall be furnished with a copy of the evidence submitted at 
such hearing and of the plans submitted for the operation of 
such association, or for the disposition of its assets. 

Procedure by Conservator or Receiver 

Sec. 53. The conservator or receiver shall recommend to 
the Board a plan for the reorganization, merger, or liquida¬ 
tion of such Federal association. After considering the rec¬ 
ommendations of such conservator or receiver, the Board 
shall enter an order providing for the release of the asso¬ 
ciation and for its continued operation, or for its reorganiza¬ 
tion. merger, or liquidation. The conservator or receiver 
shall proceed to carry Into effect any such order of the Board. 
If the Board enters an order providing for the liquidation 
of the association, the Federal Savings and Loan Insurance 
Corporation shall proceed to liquidate the association. The 
cost of all such proceedings as determined by the Board shall 
be assessed against the Federal association and paid from 
the proceeds of its assets. 

PART IV. CKNXftAL PROVISIONS 

Amendments 

Sec. 54. The Board expressly reserves the right to alter, 
amend, or repeal these rules and regulations In whole or in 
part. 

fa) Amendments or changes deemed by the Board to be 
major, affecting matters of general principle or policy, and 
not of an emergency character, submitted to the Board by 
a member thereof, or by the Federal Savings and Loan Ad¬ 
visory Council, when approved by the Board, shall not go 
into effect until 30 days from a date fixed at the time of 
such approval and published in the next succeeding issue 
of the Federal Home Loan Bank Review together with the 
publication of the amendment or change. If at any time 
prior to the effective date, as thus fixed, a hearing thereon 
Is requested of the Secretary to the Board in writing by at 
least seven members of the Federal Savings and Loan Ad¬ 
visory Council, the Board shall fix a time and place for a 
hearing thereon, of which the Secretary to the Board shall 
in writing notify the members of the Advisory Council, and 
the amendment or change shall be suspended until after 
the hearing and until further action of the Board. 

<b) If a hearing has not been requested by seven mem¬ 
bers of the Advisory Council, but if, within 60 days after 
the date fixed by the Board and published In the Federal 
Home Loan Bank Review at the time of the publication 
of the amendment or change, at least 50 Federal associa¬ 
tions shall request a hearing, the Board shall fix the time 
and place thereof, and the Secretary to the Board shall 
give written notice thereof to the Advisory Council, to 
each of the associations requesting such hearings, and 
publish the notice of hearing In the issue of the Federal 
Home Loan Bank Review, prior to the date of the hearing. 

(c) Amendments or changes deemed by the Board to bo 
of a minor, procedural, or emergency character, may be 
adopted, effective immediately, but In such case any seven 
members of the Advisory Council, or any 50 Federal asso- 
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dationji. may within 60 days after the adoption of such 
amendment or change, file a written request with the 
Secretary to the Board for a hearing thereon. Changes or 
amendments will be published In the Issue of the Federal 
Home Loan Bank Review following the date of the adop¬ 
tion of the amendment or change. In the issue following 
the receipt of the required number of written requests for 
a hearing, a notice will be published fixing the time and 
place of such hearing. 

(d) A request for a hearing from a Federal association 
shall be evidenced by resolution of the board of directors 
thereof, certified by the secretary. Except as provided in 
paragraph <a) the amendment or change shall not be 
suspended by such request for a hearing, but after such 
hearing the Board shall reconsider the change or amend¬ 
ment and take such action thereon as It deems appropriate. 

Any member of the Advisory Council, or any Federal 
association requesting a hearing, or any institution eligible 
to apply for conversion, may. prior to the date of any 
hearing, flic with the Secretary to the Board a written 
brief or argument bearing upon the amendment or change, 
or the general subject matter Involved therein, and, in 
addition thereto. If he or it so desires, such Individual 
or Institution may appear in person or by its representa¬ 
tive at the time of the hearing before the Board. 

Such hearing will not be confined to those proposing 
or suggesting a modification in the amendment or change, 
but shall be open to Individuals or representatives of any 
institution favoring such amendment or change. 

(e) Recommendations of the Federal Savings and Loan 
Advisory Council will be requested on all amendments or 
changes made or published within 30 days prior to the meet¬ 
ing of such Council, and the members of the Board will, 
upon request from such Council, attend the meeting of 
such Council to permit the presentation of its views there¬ 
on. The provisions heretofore made for hearings at the 
request of seven members of such Council shall not apply 
to amendments or changes which have already been sub¬ 
mitted to such Council as a body. 

Recommendations of groups of Federal associations or 
Institutions that may be affected, or from an organized 
trade association, may be filed with the Secretary to the 
Board either prior to or at the time of any hearing, and 
such group of Institutions or organized trade association, 
may appear at the hearing by a representative or repre¬ 
sentatives and be entitled to be heard- 

Effective Date of These Rules and Regulations 

Sec. 55. These revised rules and regulations repeal all prior 
rules and regulations and resolutions by the Board incon¬ 
sistent herewith and shall be effective December 1, 1930. 
except that the Board may issue charters In the form of ex¬ 
hibit E. pursuant to any petition or application filed prior 
to such effective date. 

Adopted November 10. 1936. 

f^TAT. i R. L. Nagle. Secretary . 

[F. R, Doc.370S—Piled. December 5.1936; U :46 a. m.] 


INTERSTATE COMMERCE COMMISSION. 

Notice 

TRANSPORTATION OF PROPERTY BY MERCANTILE OR MANUFACTURING 
ESTABLISHMENTS 

December 5, 1936. 

Numerous inquiries have been received regarding the status 
under the Motor Carrier Act, 1935, of a merca n ti le or manu¬ 
facturing establishment which engages in no transportation 
of property excepting property which Is sold or purchased 
by such mercantile or manufacturing establishment and 
which is transported from or to its established place of busi¬ 
ness as an incident to the conduct of such business, but for 
compensation received either directly or indirectly as an 


allowance in connection with the purchase price or other¬ 
wise. 

There has been no formal decision of the Commission rel¬ 
ative to its jurisdiction over such transportation. Until such 
a formal decision has been made, or until further notice, the 
Commission will not require compliance with the general 
provisions of the Motor Carrier Act on the part of any 
mercantile or manufacturing estab l is hm ent engaged In trans¬ 
portation os above described; however, they will, until such 
decision has been made, be subject to any regulations for 
private carriers by motor vehicle which the Commission may 
hereafter prescribe under the authority of Section 204 of the 
Motor Carrier Act and which relate to qualifications and 
maximum hours of service of employees and safety of oper¬ 
ation or standards of equipment. 

[seal] George B. McGiwty. Secretary . 

(P. R. Doe. 3711—Plied, December 7,1936; 11:52 a. m.J 


Order 

At a session of the Interstate Commerce Commission, 
Division 4, held at its office in Washington, D. C„ on the 1st 
day of December A. D. 1936. 

[PInance Docket No. 108101 

Copper Range Railroad Company Reorganization 

It appearing. That Division 4 of the Commission on April 
7, 1936, issued its report and order 1 approving a plan of re¬ 
organization for the Copper Range Railroad Company, 
debtor, in proceedings for reorganization of the said debtor 
In the United States District Court for the Western District 
of Michigan. Northern Division, No. 1132, under the pro¬ 
visions of Section 77 of the Act of July 1, 1898, entitled, “An 
Act to Establish a Uniform System of Bankruptcy Through¬ 
out the United States", as amended; and that on October 
6, 1936, the said court rendered and filed Its opinion adopting 
the said report as its findings of fact and conclusions in the 
matter and Issued and entered its order, among other things 
approving the said plan of reorganization, a certified copy of 
said opinion and order of the court having been received from 
the Clerk of the said court; and 

It further appearing , That the said court, on June 17, 
1935. entered an order classifying the stockholders and 
creditors of the said debtor for the purposes of any plan 
of reorganization presented In the proceeding, and on Au¬ 
gust 15. 1930, entered an order allowing the claims of bond¬ 
holders and stockholders filed in the proceeding; and 

It further appearing , That by the provisions of Section 
77 (e) of the act aforesaid, the Commission is directed to 
submit the plan of reorganization approved by it and by 
the court of Jurisdiction, to the creditors of each class whose 
claim* have been filed and allowed in accordance with the 
provisions of the act, and to the stockholders of each class, 
for acceptance or rejection within such time as the Com¬ 
mission shall specify, together with the report of the Com¬ 
mission thereon or such a summarization thereof as the 
Commission may approve, and the opinion and order of 
the judge; 

It U ordered. That the said plan of reorganization for 
the said debtor be submitted for acceptance or rejection to 
the bondholders and stockholders of the debtor as of the 
date hereof, whose claims have been filed and allowed, such 
submission to be by mailing to each bondholder and stock¬ 
holder a copy of the said report and order of the Commis¬ 
sion of April 7. 1936, in this matter together with a copy of 
the aforesaid opinion and order of the judge and a notice 
setting forth the provisions of the act with respect to ac¬ 
ceptance or rejection of the plan by the bondholders and 
stockholders; and 

It is further ordered, That acceptance or rejection of said 
plan of reorganization must be returned to the office of the 


* 1 F. R. 320. 
















FEDERAL REGISTER, December 8, 1936 2135 


Commission in Washington. D. C„ or placed in the mail, 
addressed to the Commission, and postmarked not later 
than February X. 1937. 

By the Commission, division 4. 

[seal ] George B. McGinty, Secretary. 

IP. R. Doc, 3716--Piled, December 7.1936; 11:64 a. m.| 


(Fourth Section Application No. 16636] 

Commodity Rates From Middletown. Conn. 

December 7. 1936. 

The Commission is In receipt of the above-entitled and 
numbered application for relief from the long-and-short- 
haul provision of section 4 (1) of the Interstate Commerce 
Act. 

Piled by: Agents W. S. Curlett and Frank Van Ummcrsen. 
pursuant to Fourth Section Order No. 9500. 

Commodities involved: Cotton belting, brake linings, brake 
lining fabric, clutch facings, cotton webbing, elastic web¬ 
bing. web strops, asbestos washers, brakes (automobile*, 
and harness or saddlery hardware (Iron or steel). In pack¬ 
ages. less carloads. 

Prom: Middletown. Conn. 

To: Points In southern territory. 

Grounds for relief: Carrier competition. 

Any interested party desiring the Commission to hold a 
a hearing upon such application shall request the Commission 
in writing so to do within 15 days from the date of this notice; 
otherwise the Commission may proceed to investigate and 
determine the matters involved in such application without 
further or formal hearing. 

By the Commission, division 2. 

[seal] George B. McGinty. Secretary . 

(P. R. Doc. 3712—Piled. December 7. 1936; 11:52 a. m.( 


(Fourth 8ection Application No. 16637f 

Canned Goods From Gulf and South Atlantic Ports 

December 7. 1936. 

The Commission is in receipt of the above-entitled and 
numbered application for relief from the iong-and-short-haul 
provision of section 4 (1) of the Interstate Commerce Act, 

Filed by; Missouri-KanMis-Tcxas Railroad Company. 

Commodity Involved: Canned goo^a. in carloads 

From: Gulf and South Atlantic porta and points grouped 
therewith. 

To: Point* In western trunk-line territory. 

Grounds for relief: Carrier competition. 

Any interested party desiring the Commission to hold a 
hearing upon such application shall request the Commission 
in writing so to do within 15 days from the date of this 
notice; otherwise the Commission may proceed to investigate 
and determine the matters involved in such application 
without further or formal hearing. 

By the Commission, division 2. 

[seal! George B. McGinty, Secretary. 

|F. R. Doc. 3713—Piled, December 7,1936; 11:53 a m.J 


| Fourth Section Application No. 16633] 

Sugar From Baltimore. Md., to Hershey, Pa. 

December 7, 1936. 

The Commission is in receipt of the above-entitled and 
numbered application for relief from the long-and-short- 


haul provision of section 4 (1) of the Interstate Commerce 
Act. 

Piled by: W, 8. Curlett. Agent. 

Commodity involved; Sugar, other than Imported, in carload*. 

From: Baltimore. Md. 

To: Herahey. Pa. 

around* for relief: Truck competition. 

Any interested party desiring the Commission to hold a 
hearing upon such application shall request the Commission 
In writing so to do within 15 days from the date of this 
notice; otherwise the Commission may proceed to investigate 
and determine the matters involved in such application 
without further or formal hearing. 

By the Commission, division 2. 

[seal! George B. McGinty. Secretary. 

(F. R. Doc.3714—Piled, December 7.1936; 11:53 a. m.| 


(Fourth Section Application No. 16639) 

Fertilizer—Virginia Ports to Washington. N. C. 

December 7, 1936. 

The Commission is in receipt of the above-entitled and 
numbered application for relief from the long-and-short-haul 
provision of section 4 (1) of the Interstate Commerce Act. 

Filed by: Atlantic Coast Um> Railroad Company. 

Commodities Involved: Fertilizer and fertilizer materials. In 
carloads. 

From: Norfolk, Pinners Point, and Portsmouth. Va. 

To: Washington. N, C. 

Grounds for relief: Water competition. 

Any interested party desiring the Commission to hold a 
hearing upon speh application shall request the Commission 
in writing so to do within 15 days from the date of this 
notice; otherwise the Commission may proceed to investigate 
and determine the matters involved in such application 
without further or formal hearing. 

By the Commission, division 2. 

[seal! George B. McGinty. Secretary . 

[F. R. Doc.3715—Piled, December 7,1936: 11:53 a. m.| 


UNITED STATES TARIFF COMMISSION. 

Public Notice—Public Hearing Ordered 
seamless cotton hosiery 

I Hearing In Investigation No. 112 Under Section 330. Tariff Act 

of 1930| 

Notice Is hereby given, pursuant to Section 336 of the 
Tariff Act of 1930. that a public hearing in the foregoing 
investigation will be held at the office of the United States 
Tariff Commission in Washington. D. C. at 10:00 o’clock a. m. 
on the 12th day of January, 1937, at which time and place 
all parties interested will be given opportunity to be present, 
to produce evidence, and to be heard with regard to the 
differences in costs of production of. and ail other facts and 
conditions enumerated in Section 336 of the Tariff Act of 
1930 with respect to the following articles described in para¬ 
graph 916 (a) of Title I of said tariff act. namely, 

Hose and half-hose. n«amless, or mock-seamed, fin tailed or un¬ 
finished. wholly or in chief value of cotton, made wholly or la 
part on knitting machines. 

By order of the United States Tariff Commission this 4th 
day of December 1936. 

[seal! Sidney Morgan. Secretary. 

IF. R. Doc. 3704—Filed, December 5. 1936; 9:56 a. m.J 















